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Key Economic Indicators: Germany 
Exchange Rate as of June 25, 1984 
U.S. Dollars 1.00 equals DM 2.8073 


1983 1984 1/ 


Income, Production, Employment 


GNP at current prices(DM bill.) 1,671.3 
Private consumption 935.1 
Government consumption 333.5 
Fixed Investment 344.4 

GNP at 1976 prices 1,263.1 

GNP price deflator 132.3 

Per capita GNP, current prices 27,218.2 

Disposable income (DM bill.) 1,060.4 

Savings as percent of disposable 

income 

Employment (1,000s) of wage salary 

earners industrial 

Unemployment rate 3/, 6/, 4/84 

Productivity gain 4/, 


Indices: 


New industrial orders, value 
(1980 equals 100) 3/84 

Industrial Production 
(1980 equals 100) 3/84 

Retail sales value 
(1980 equals 100) 3/84 

Industrial wages per employee 
(1976 equals 100) 2/84 

Cost of living (1976 equals 100) 
4/84 

Industrial prices (1980 equals 100) 
3/84 


Money 


Money supply (M 1; DM bill.) 6/, 3/84 95.8 272.6 
Domestic credit outstanding 

(DM bill.) 6/, 3/84 1,825.8 1,822.4 
Federal debt outstanding, domestic 


(DM bill.) 3/84 330.1 339.1 





Annual federal debt service (DM bill.) 
Interest rate, Rediscount 6/, 5/84 
Interest rate, Lombard 6/, 5/84 
Interest rate, Comm' Bank med. 

term 6/, 4/84 


Balance of Payments and Trade 


Gold and foreign exchange reserves 6/, 

(DM bill.) 4/84 69.9 

Balance of payments (basic balance 

DM bill.) 3/84 2e7 

Balance of trade (DM bill.) 3/84 42.0 
Exports, FOB (DM bill.) 2/84 432.3 
U.S. share (DM bill.) 2/84 32.8 
Imports CIF (DM bill.) 2/84 390.4 
U.S. share (DM bill.) 2/84 2.7 


Percentage Change 
82/81 83/82 84/83 2/ 
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Fixed Investment 
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Indices: 


New industrial orders, value 
(1980 equals 100) 3/84 

Industrial Production (1980 
equals 100) 3/84 

Retail sales value (1980 
equals 100) 4/84 

Industrial wages per employee 
(1976 equals 100) 2/84 

Cost of living (1976 
equals 100) 4/84 

Industrial prices (1980 
equals 100) 3/84 


Money 


Money supply (M 1; DM bill.) 
6/, 3/84 

Domestic credit outstanding 

(DM bill.) 6/, 3/84 

Federal debt outstanding, 
domestic (DM bill.) 3/84 
Annual federal debt service 

(DM bill.) 

Interest rate, Rediscount 6/ 5/84 
Interest rate, Lombard 6/’ 5/84 
Interest rate, Comm' Bank 

med. term 6/, 4/84 


Balance of Payments and Trade 


Gold and foreign exchangé 

reserves 6/, (DM bill.) 4/84 

Balance of payments (basic 

balance DM bill.) 3/84 

Balance of trade (DM bill.) 3/84 
Exports, FOB (DM bill.) 2/84 
U.S. share (DM bill.) 2/84 
Imports CIF (DM bill.) 2/84 
U.S. share (DM bill.) 2/84 


Main Exports to U.S., July to December 1983: (Dollars mill.) Motor 
vehicles 4,467; Machinery 2,438; Chemicals 1,749; Electrical equipment 
1,028; Optical and precision mechanical products 414. 


Main Imports from U.S., July to December 1983: (Dollars mill.) Machinery 


2,107; Chemicals 1,881; Electrical equipment 1,480; Edible fats and oils 
736; Aircraft 603. 


1/ Cumulative through latest date shown, except for items marked 6/. 

2/ 1984 through latest date shown over the same period in 1983, except for 
items marked 6/. 

3/ As percent of dependent labor force. 

4/ Increase in real domestic product per worker. 

5/ 1984 Budget Lew. 

6/ As of year end 1983, and as of latest month shown for 1984. 1984 


percentage changes indicate changes of latest date shown over comparable 
date in 1983. 
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SUMMARY: West German Gross National Product grew by a surprisingly 
strong 1.3 percent in real terms in 1983. as the FRG emerged from 
its longest ever recession. Investment in equipment and net-—export 
growth helped carry the economy to a very strong 4th quarter (5.4 
percent real growth at a seasonally adjusted annual rate). creating 
a good deal of momentum for 1984. 


In the first quarter of 1984, the economy continued to expand with 
help from the consumer, investor. and the foreign customer for 
German products. But in March and April many of the most closely 
followed economic indicators turned down. and then in May the 
recovery seemed directly threatened by a strike of metal workers 
concentrated in the auto industry. The metal workers were demanding 
some movement towards the goal of a 35-hour-—week without any 
reduction in pay. 


Government fiscal policy was exceptionaily tight in 1983 in a 
largely successful effort to reduce budget deficits at all levels of 
government. By 1984. the fiscal policy debate had shifted to the 
extent and timing of a long planned tax cut The final settlement 
of the Economic Community's finances and Common Agricultural Policy 
dispute will have a considerable impact on the budget and foreign 
payments position of West Germany for the remainder of this decade. 


Growth in Centra! Bank Money Stock. the Bundesbank’s key monetary 
target variable. and a widely regarded gauge of the trend in 


monetary policy. has been less than buoyant since the second quarter 
of 1983. 


Prices at the consumer and producer levels seem well under control: 
the year-over-year increase as of May was 2.8 percent. The most 
significant danger to price stability comes from a DM which has been 
weak against the dollar. The Bundesbank increased the rediscount 
rate in late June arguing that this step was necessary to keep the 


rediscount rate in line with increases already registered in the 
market. 


Unemployment initially seemed to respond well to the return to 
economic expansion. but the initial reduction recorded in seasonally 
adjusted unemployment was short-lived. Many observers projected 
average unemployment for 1984 remaining more or less constant. and 
the dreary prospect of about 2 million unemployed for most of the 
remainder of this decade was nowhere significantly questioned. 


A major debate on German international competitiveness in high 
technology industries found economic researchers generally arguing 
that Germany had lost ground. while Industry. Labor and Government 
all agreed that German products remained in the forefront of 
technological development. quality and price. The Bundesbank 
acknowledged some deterioration in Germany's competitive position, 
but did not express the concern for a general deterioration in 
competitiveness that some of the economic research institutes did. 





Studies commissioned by the Commerce Department's Foreign Commercial 
service have explored the market for medical machinery and health 
services in Germany and found the prospects for U.S. suppliers 
attractive. Agriculture incomes reached an all time high in 1983. 
but are projected to decline this year. U.S. agricultural exports 
to Germany also continued a downward trend of several years. 


GNP Growth in 1983 stronger than expected 


Led by a sharp turnaround in equipment investment. the first 
increases in real private consumption in three years. and an 
explosion in exports in the fourth quarter German GNP grew 1.3 
percent on average in 1983. Fourth quarter over fourth quarter. the 
real increase was 2.9 percent. the highest rate of GNP growth in 
four years. 


Growth continued into 1984 as economic indicators such as industrial 
production, retail sales, and orders for the manufacturing industry 
all increased in the first two months of the year. The fraternity 
of economic forecasters began to revise their projections upward: 
from the Government's 2.5 percent real average growth made early in 
the year. through 3 percent by the joint report of the Economic 
Research Institutes in the spring to 3.5 percent by some private 
forecasters including one leading bank and West Germany's 
prestigious Savings Bank Association. 


Then in March there was a sharp decline in the statistics for both 
industrial production and order inflow, retail sales came down 
sharply. and mood indicators like the IFO Konjunkturtest (surveying 
businessmen’'s outlooks), and consumer surveys all turned down or 
continued down. 


Generally this decline in the economy was ascribed to the prospect 
of a strike by Germany's largest trade union, IG Metall. The Union 
is demanding movement towards the establishment of 35-hour work-week 
without any reduction in nominal weekly pay. 


In mid-May, the strike in fact began. The Union's tactics involved 
targeted “pinpoint” strikes in a few key districts of the country 
designed to shut down the auto industry. while holding the number of 
striking workers eligible for financial support from the Union 
strike fund to an absolute minimum. Most of the auto industry was 
quickly forced to halt production as deliveries of key inputs like 
electrical parts and pistons ground to a halt. However. management 
responded with lockouts. qualifying additional workers for union 
benefits. In certain other firms affected by parts shortages. 
though not specifically involved in either strikes or lockouts. 
additional workers were laid off. 


The action then moved to the Federal Employment Institute and the 
courts, to see who would pay the salaries of locked-out workers. In 
a key decision. the national employment authorities ruled that metal 
workers out of work, though not directly involved in a strike or 
lockout, are ineligible for government support. This initial 
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decision brought additional pressure on IG Metall. as broad labor 
sympathy for a strike. already a problem among Union members. was 
hard to maintain in the face of lost income. Later. decisions by 
higher instances threw the whole question into an uncertain area, 
which might well eventually have to be resolved by the 
Constitutional Court. the supreme arbiter of the “Basic Law”. the 
FRG’s constitution. 


Thus, after a strike of about seven weeks. more than 450.000 workers 
were out of work from direct or indirect causes. Both labor and 
management were under considerable pressure to come up with a 
solution to avoid being held responsible for killing off the 
recovery. At the end of June, a compromise was reached providing 
for a 38 1/2 hour work week beginning in 1985. The shorter work 
week, coupled with relatively modest wage hikes. is expected to have 
a minimal effect upon labor costs and productivity. while the losses 
incurred during the 7-week strike are expected to be made up by 
year-end. In fact. this settlement with metal workers unions could 
well set a pattern for other industry sectors. Most observers 
believe the economy could rebound and still grow a real 3 percent 
this year. 


Fiscal Policy: Tight Hold on Budget Expenditures and Economic 
Recovery Bring Deficit Down, Tax Reform Proposal 


Fiscal Policy in Germany in 1983 was tight and the government plans 
to keep it tight this year as well. In 1983. the planned increase 
in Federal Budget expenditure was a nominal 3 percent: but 
less-than-planned expenditure increases for interest payments. 


unemployment compensation. other entitlement programs. and on 
redemption of government credit guarantees helped to keep the actual 
increase in total expenditures under 1 percent in nominal terms. 


With fourth quarter over fourth quarter economic growth at almost 6 
percent in nominal terms in 1983, tax revenues expanded sharply ( + 
4 percent year-over-year). Tax revenue expansion year-over-year 
thus was more or less parallel with the increase in nominal GNP. 
Revenues from the Value Added Tax and the Corporate Income Tax 
responded most quickly to the economic recovery. As a result. the 
federal budget deficit. which only two years ago in 1981 had reached 
DM 37.9 billion. was brought down to DM 31.9 billion at the end of 
1983. 


The cumulative deficit of Germany's lower levels of government also 
has been coming down smartly. The Bundesbank recently reported that 
the States’ deficit in 1983 was DM 21 billion. almost DM 6 billion 
less than two years previously. 
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Thus, under the most relevant concept of the deficit for economic 
analysis -— the overall government sector in National Income Account 
terms - the deficit was down from its high point in 1981 by DM 13.8 
billion to DM 45.3 billion at the end of 1983. This reduction 
represents a decline from 3.8 percent of GNP in 1981 to 2.7 percent 
of GNP in 1983, a considerable achievement. 


Fiscal policy in 1984 is planned to remain tight. The Federal 
Budget has a planned expenditure increase of only 3 percent or DM 
4.6 billion more than was spent in 1983. Of this planned increase. 
fully DM 1.97 is the unavoidable increase in interest expense 
associated with servicing the national debt. Thus. fully 42 percent 
of the total! planned increase in federal budget expenditure is an 
unavoidable one. Expenditure checks on the Ministries’ 
discretionary programs remain tight. and trimming away of the 
“social safety net” through changes in entitlement legis!ation has 
also helped keep the lid on expenditure growth. 


On the tax revenue side, the increase in revenues which began last 
year with economic recovery should continue throughout this year. 
Expenditure discipline and increasing revenues should mean further 
progress towards the government's dual goals of deficit reduction 
and a decline in the size of government relative to the overal| 
economy. 


As the government has made progress on its promise to reduce the 
budget deficit and return the economy to real growth. an important 
part of the economic policy discussion has turned to tax reform. for 
a number of reasons. A progressive tax system like the FRG’s forces 
income taxpayers into higher marginal tax brackets. increasing 
government tax revenues without legislative action when the economy 
is expanding. even only nominally. This “secret tax increase” or 
“bracket creep”. has been traditionally offset in Germany by 
periodic tax cuts. Many argue one is already overdue. 


Another reason for tax reform is to increase economic incentives. 
Marginal income tax rates in West Germany are high for most income 
earners. When social charges. church taxes and other taxation is 
added, even seeminigly modest middle class incomes on the order of 
DM 40,000 to 50.000 a year face marginal tax rates of 40 percent and 
more. The political parties which form the present coalition have 
long argued that marginal rates at this level for large segments of 


the population represent a significant economic disincentive. and 
must be reduced. 


A final element of tax reform is “family policy”. an important 
subject on the social agenda of the Union Parties (CDU and CSU). 
They argue that at least one reason for West Germany's 
lowest-in-the-world birth rate is unfair tax treatment for 
families. Many Union politicians want to assure that families 


willing to raise children get encouragement from the government in 
the form of lower taxes. 
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Coalition Reaches Accord on Tax Reform Packages 


In a meeting of coalition leaders in June. agreement was reached on 
the main outlines of the tax reform. 


The agreement provides for a two-step phased-in tax reform package. 
offering DM 20.2 billion of tax relief. 


Tax relief of DM 11 billion would become effective on January 1 
1986. 


DM 5.2 billion will represent family relief resulting from 
increasing the per child deduction for families with children 
from DM 432 to DM 2,400. 


DM 2.1 billion reflects revenue losses associated with an 
increase in the standard deduction by DM 324/648. for all single 
taxpapers and married couples. respectively. 


The remaining DM 2.7 billion of revenue losses will result from 


reduction of the sharp progressivity in marginal tax rates for 
middle-income earners. 


Effective January 1, 1988. a further reduction of marginal tax 
rates would be implemented for middle income earners. expected 
to result in further annual revenue losses of DM 9.2 billion. 


The coalition leaders’ agreement did not provide for any increases 
in indirect taxes. 


However, according to some reports. Finance Minister Stoltenberg 
will continue to press for about DM 3 billion of reductions in 
presently available tax breaks which were part of his original 
proposals. 


Monetary Policy 


The target variable for Monetary Policy in West Germany is Central 
Bank Money (CBM). a measure which definitionally is similar to the 
economy's monetary base. The Bundesbank in December 1983 announced 
a goal for the expansion of CBM in 1984 of 4 to 6 percent. fourth 
quarter over fourth quarter. At this rate. the Bundesbank 
explained. a sufficient volume of money would be available to 
finance economic expansion of about 6 percent in nominal terms 
without offering any impetus to inflation. 


s 
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For most of 1984 thus far. money supply expansion has remained at 
the lower end of the Bundesbank’s target corridor for CBM. But at 
the end of May. it was up by 4.9 percent Seasonally Adjusted Annual 
Rate (SAAR) on the fourth quarter. Interest rates in capital 
markets had on average come down in 1983 but remain historically 
high at about 8 percent for 5-year government borrowing. “Real” 
interest rates (nominal rate reduced by current inflation) have also 
been high for Germany. reflecting in part the economy'‘s excellent 
price performance. 


While the Bundesbank’s goal for CBM expansion is framed in 

four th-quarter-over-fourth-quarter terms, it will thus be some time 
before it is clear whether monetary growth will be on target in 
1984. CBM has been growing relatively slowly now for more than a 
year: it is only 4.7 percent over the level reached at the end of 
April last year. The recovery in Germany is thus occuring without 
significant help either from fiscal or monetary policy stimulus. 


The gap between German and U.S. interest rates widened in the first 
half of 1984 and stood at about 6 percent for long-term maturities. 
The dollar remained generally strong against all major currencies, 
especially the jointly flcating currencies of the European Monetary 
System. A sharp expansion in German exports to the U.S. seemed to 
point to considerable West German price competitiveness in the U.S. 
market at prevailing exchange rates. More generally though, 
Germany's current account performance in the first quarter 
disappointed many observers as the quarterly surplus declined in 
year-over-year terms from more than DM 5 billion in 1983 to DM 2 
billion this year. 


The German economy continues to grow more vigorously than its major 
trading partners in Europe. As a result. increases in the volume of 
imports have held the surplus of the balance of trade down. despite 
a strong increase in export volume. Terms-of-trade effects have 
also depressed the current account despite growing export volume. 
An increase in import volumes in Germany and the U.S. is not 
entirely unwelcome, as the strong economic recovery in the U.S. is 
clearly helping to stimulate economies in Europe generally. while 
West Germany's economic recovery adds additional stimulus to the 
economies of France and the smaller West European countries through 
demand for their exports. 


Financial Impact of EC settlement on West Germany likely to be 
considerable 


At the Fontainebleau European Economic Community Summit. the EC 
reached final agreement on agricultural and financial reforms. It 
is already clear from the outline of the agreement which emerged 
from these discussions that the budget and current account impact of 


this settlement on West Germany wil! be considerable throughout this 
decade. 
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In a controversial decision, the West German Government has already 
decided to compensate German farmers, through the national budget. 
for income losses that farmers argued they will suffer as a result 
of elimination of Monetary Compensation Amounts. a system of 
intra—community agricultural export subsidies and taxes. This 
program will cost the government on the order of DM 3 billion in tax 
revenue per year. beginning in 1985. The cost for 1984 is estimated 


at DM 1.6 billion. as the program begins in July. The program is 
scheduled to run until 1989. 


Additional costs will come as the ceiling on tax revenue transfers 
to the EC goes up in steps: first in 1986 from 1.0 to 1.4 
percentage points of the German Value Added Tax base and later 
(1988)to 1.6 percentage points. Knowledgable observers have 
estimated the total transfer to the EC on the order of DM 40 billion 
through the remaining years of the present middie term financial 
plan, i.e.. until 1989. This sum would have to be included 
somewhere in an already tight national budget picture. In addition. 
since Germany wili certainly remain a net contributor to the EC 
(meaning a certain percentage of what Germany contributes to the EC 
will eventually be spent in other Community countries). the German 


current account will also be facing an additional burden from 
increased EC transfers. 


Price Performance at Consumer Level Continues Excellent. but Import 
Prices remain a Problem 


At the end of May. prices at the consumer level were only up 2.8 


percent over the level reached one year ago. Thus. inflation in 
West Germany continues to be low. Most observers are projecting a 
price increase at the consumer level of about 3 percent 
year-over-year. 


Largely as a result of a weak DM and a statistical “base effect” in 
the year-over-year comparisons (namely. that import prices were 
decreasing in early 1983). import prices have been increasing at 
about three times the pace of consumer prices. They were up 8.4 
percent year-over-year at the end of June. Imported items are of 
considerable importance in any German consumer’s basket of goods. 
and import price increases tend to work their way through to the 
consumer level, with a certain lag. While there is some reason for 
concern if the DM were to stay weak against the dollar. most of the 
economists who projected a 3 percent increase on the consumer price 
front this year have not changed their minds yet. They point to 
exceptionally low unit labor costs as an offsetting factor. 


Unemployment still the Biggest Problem facing the West German Economy 


Unemployment and job creation are the two most troubling issues 
facing the West German economy. Unemployment was essentially zero 
at the start of the 1970's. There were only 149,000 registered 
unemployed in Germany on average in 1970. In the years following 
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the first oil price shock. unemployment increased to average about 
4.5 percent of the “dependent” labor force. or something more than 1 
million unemployed. After a modest stabilization in the late 1970's 
by 1980 unemployment was up to 880,000. Through the long recession 
of the early 80's. unemployment mounted steadily. In seasonally 
adjusted terms. it increased each month for about 40 months. 

Finally in about the middle of last year, it began to stabilize and 
even declined slightly each month beginning in August through 
January of this year. The seasonally adjusted unemployment rate is 
presently (end of May) 9.2 percent of the “dependent” labor force. 


Even this modest decline in seasonally adjusted unemployment (about 
110,000 from the peak to the trough) elecited considerable press 
commentary in the FRG. The experts. however. remained unimpressed. 
They pointed out that unemployment is always a lagging indicator, 
and. as a result. the recovery would have to proceed for some time 
before a significant employment affect would be evident. Moreover, 
the longer term trend in Germany of labor productivity growth at a 
higher rate than GNP raises a fundamental question about how much 
effect even relatively strong real growth can have on unemployment. 
Some argue that shortening the work week is the only answer to this 
problem. (Others maintain that the statistically measured increase 
in productivity reflects an increase in average productivity as low 
productivity workers lose their jobs and are forced into 
unemployment.) Nevertheless. most projections on the economy in 
1984, foresee only a modest decline in unemployment year-over-year. 
The five major economic research institutes which advise the 
Government on economic policy. for example. project a decline of 


only 110.000 unemployed to 2.15 million unemployed on average for 
1984. 


Longer term projections do not hold out much more hope for an early 
reduction of unemployment. For example. the Westdeutsche Landesbank 
(WestLB) projects real growth of about 2.5 percent on average from 
1984 to 1988. with unemployment still expected to stay high 
throughout the period. In 1988. WestLB still reckons with 1.96 
million unemployed on average. 


This seemingly well-grounded pessimism on unemployment. and an even 
longer term trend towards no net new employment creation. 
significantly influence the economic debate in West Germany: 
together they represent the foremost basic challenge facing the West 
German economy during the rest of the 80's. 


Competition Debate: Has Germany fallen behind? 


Throughout the long recession in West Germany a debate has been 
underway about the state of German international competitiveness. 
Perhaps the biggest single event stimulating this debate was the 
emergence of a sizeable current account deficit in 1980. But the 
great success Japanese consumer products have demonstrated 
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everywhere in the world. and the widespread feeling in Germany that 
in many traditional product areas (viz.. machine tools. autos. 
cameras, etc.) the FRG competes directly with Japan. have given rise 
to some anxiety. Will other FRG competitors with Japan go the way 
of some prominent former German enterprises like Rollei Cameras 
Works which had to declare bankruptcy? 


The competition debate was recently given some impetus by the 
appearance of structural policy studies on the German economy 
prepared by the economic research institutes that advise the West 
German Government. All of these studies - especially those prepared 


by the Kiel and Hamburg Institutes - argued that German products had 
lost ground internationally. 


As the public uproar about these study findings grew steadily 
louder, the Industry Association, the Labor Unions. the Government. 
and the Bundesbank al! spoke out. arguing against the theses of the 
research institutes. German products continued to be very 
competitive. at the cutting edge of technological development in 
many fields. and represent bargains at current exchange rates. in 
the view of Industry. the Unions and Government spokesmen. The 
evidence cited included large surpluses on international trade 
accounts. low unit labor costs. and the generally good reputation 
German products continue to enjoy internationally. The debate over 
German competitiveness is continuing at a somewhat less intense 
level, but actual measurement of this concept is not an easy task. 
so no early resolution of the debate is likely. The Bundesbank. for 
example. in its most recent comment on the topic argued that there 
had been some loss of ground in high technology sectors. but 
maintained there was no evidence to suggest a general deterioration 
in competitiveness. 


Implications for the United States 


A recent market research study contracted for by the U.S. Department 
of Commerce on Medical Equipment states that the German demand for 
medical equipment has reached a very high level. Demand is expected 


to grow at a steady pace over the next few years. according to this 
study. 


The German market is more open to technical advances and innovations 
than previously. The former conservative and sceptical attitude 
towards new development is being overcome. The fact that more than 
150 computer tomographs and 20 nuclear magnetic resonance tomographs 
have been installed. or are on order, and the booming demand for 
ultrasonic scanners. are evidence of the German medical profession's 
increased readiness to accept new techniques. 
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U.S. exports in this sector showed an excellent performance over the 
last several years. According to statistics of the German 
electro-medical industry association, U.S. industry expanded its 
sales to the German market in current prices by 150 percent. from 
DM 83 million ($37 mi!lion) in 1977 to DM 205 million ( $ 85 
million) in 1982. In the same period the U.S. increased its share 
of the German import market from 18.1 percent to 24.5 percent. 
America has become the number one foreign supplier to the German 
medical market. The report notes that a projection over the next 
few years of an average annual real growth rate of about 7.5 percent 
of U.S. exports to Germany is realistic despite difficulties arising 
from the strong dollar and growing competition from Japan. 


There are certain areas in which U.S. industry has obviously taken 
the lead or is at least among the leaders. These include clinical 
laboratory instruments, electronic monitoring devices. silicon or 
latex-based disposable catheters. as well as prosthetic devices for 
Cardiac and vascular application. 


In addition. within the broad range of numerous product categories 
and invididual instruments for medical use. there are thousands of 
U.S. products in all areas of application which are price and 
quality competitive on the German market. At the last MEDICA trade 
fair in Dusseldorf in December 1983 products of more than 100 U.S. 
companies were shown - and there are many U.S. companies represented 
in the market whose products were not exhibited at the trade fair. 


The future development opportunities for U.S. exports to Germany are 


viewed with optimism. Most market observers expect that 
U.S.manufacturers of medical equipment will not only be able to 
maintain their leading role in the import market, but also will 
succeed in enlarging their share of a steadily growing market. 


Another study contracted by the U.S. Department of Commerce on 
health care services reveals that the German expenditure for health 
care amounted to $ 92.9 billion. or 6 percent of the GNP. in 
1981. This percentage share of GNP has shown a sharply rising trend 
for some years. The demand for services of investor-owned health 
care facilities is at present at $ 4.2 billion. It is believed that 
privately owned institutions will gain importance despite strong 
objections by labor unions and other political forces in favor of 
government-owned and operated medical services. The volume of 
private medical services is expected to eventually amount to $ 6.6 
billion by 1988. 
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Contracted services in the health care sector reached a market 
volume estimated at $ 1.55 billion in 1982. There is a clear market 
trend towards contracted services. Frequently contracting is less 
expensive and more flexible than in-house provision. A projection 
of $ 2.7 billion in sales in 1988 in contracted services is probably 
a conservative estimate. according to Commerce's study. 


The projected growth in demand for private investor-owned health 
care facilities and contracted services may be overestimated. The 
public opinion has not fully accepted private. profit—oriented 
organizations serving the health care sector. 


U.S. business is so far only moderately active in the German health 
care services market. Potential U.S. sales are seen in the field of 
computer software for hospitals. microfilm services. ownership and 
management of hospitals and nursing homes. and in consultancy. 


Finally. the U.S. Department of Commerce has also recently 
contracted for studies on telecommunications equipment. mini- and 
microcomputers, auto parts. electronic components and electric power 
equiment. Orders for copies of these studies. which are already 
available or shortly will become available. can be placed through 
any District Office of the U.S. Department of Commerce. or directly 
with the Office of Trade Information Services. P.O. Box 14207, 
Department of Commerce. ITA. Washington. D.C. 20044, 

Tel. 202-377-2665. 


NATO Infrastructure Projects 


Under the generic title of NATO—INFRASTRUCTURE PROGRAMS. 
NATO-governments spent 1.224 billion IAU (Infrastructure Account 
Units). which is about DM 9.2 billion. during the five year period 
1980-84. A 70 percent share went for construction projects. while 
approximately 30 percent was spent on equipment. particularly the 
procurement of electronic gear and other sophisticated equipment 
designed for communication and management purposes. Forewarning of 
NATO-financed projects (some 20-30 percent of the total) in the FRG 
is published in the German national gazettes “Bundesanzeiger” and 
“Bundesausschreibungsblatt”. The Foreign Commercial Service (FCS). 
located at the American Embassy in Bonn. transmits this information 
as soon as it becomes available to the Department of Commerce. 
Office of International Major Projects. Washington. D.C. 20230. 
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Companies interested in submitting bids on these projects must be 
qualified by the U.S. Department of Commerce for such business. 
Once qualified. applications for participation in a given bidding 
procedure. along with the request for tender documents should be 
sent to: 


Bundesamt fuer gewerbliche Wirtschaft (BAW) 
(Federal Agency for Trade and Industry) 
Referat 116. Frankfurter Str. 29-31 

D-6236 Eschborn/Taunus 1 

Phone (06196) 404-1 

Telex 415603. Att: Ms Huebner. Mr. Kahl 


German Agriculture 


In 1982/83 - the most recent year for which final data are available 
- the average per capita income of farmers and working members of 
their families reached a record $10.646 ($1 = DM 2,4687). up 14.8 
percent from the previous year. (Farm statistics are on a July 1 to 
June 31 year.) This development was due to an extraordinarily large 
crop in 1982 coupled with relatively stable producer prices - 
clearly an effect of the EC support system for major agricultural 
products. Despite this record. per capita farm income exceeded the 
1975/76 level (the second best year on record) by only 4 

percent. The level of income. however. differs considerably by 
major type of farm. ranging from $9.741 per capita on farms 
producing feeds utilized primarily by milk cows and cattle to 
$13,020 per capita on cash crop farms. As one result of the 
favorable income situation. investments by the German farm sector 
reached a record $4.09 billion in 1982/83. The largest portion. 
70.2 percent. of German farm sales were from animal products 
(primarily milk. swine, and cattle). The remaining 29.8 percent 
stems from sales of plant products (primarily grains and sugar 
beets). Employment in agriculture remained at 5.4 percent of the 
total labor force in 1982. The number of farms (over 2..47 acres) 
during 1982/83 declined by 2.7 percent. continuing the 
concentration and rationalization process. The average farm size 
amounted to 39.8 acres in 1982/83. 


During the current 1983/84 crop year per capita farm income is 
forecast to decline by about 22 percent. This decline is primarily 
due to lower cash crop yields and the rather dry summer which 
resulted also in a lower output of farm produced feeds. Prices for 
slaughter cattle and pigs are also forecast to fall. 


The Federal Ministry of Agriculture’s budget for 1984 amounts to DM 
6.1 billion. This is an increase of 2.6 percent over the previous 
year and accounts for about 2.4 percent of the total federal budget. 
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Total West German imports of agricultural products fell from $22 
billion in 1982 to $21.3 billion in 1983. Imports of agricultural 
products amounted to 14 percent of total imports. This marks the 
third consecutive dollar decline in a row after 13 years of 
increase. In Deutsche Marks terms. however. imports rose slightly 
(1.3 percent) from DM 53.4 billion to DM 54.1 billion. This 
reflects the appreciation in the value of the dollar in 1983. 

West German agricultural imports from the U.S. fell for the third 
consecutive year. from a peak of $ 2.9 billion in 1980. to $ 2.4 
billion in 1982 and $ 2.1 billion in 1983. In Deutsche Marks the 
decline was not as large. falling from DM 5.8 billion in 1982 to DM 
5.4 billion in 1983. 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTi you need to succeed in overseas business. 
NG Overseas Business Reports (oBr’s) 
BLINDFOLDED? bring you detailed information on overseas trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
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ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is$____—*qVC) check, ae 
CO money order, or charge to my Total charges $_____ Fill in the boxes below. 


Deposit Account No. Credit 


eel ot oe COO) 


Expiration Date 
Month/Year (L114 


Enter my subscription to: (] Overseas Business Reports at $29 per year ($36.25 overseas) For Office Use Only 
( Foreign Economic Trends at $66 ($82.50 overseas) Quantity Charges 


Order No. 


Company Name Enclosed 


To be mailed 
Subscriptions 
Postage 
Foreign handling 


Individuals Name— First. Last 


Street address 


City State ZIP Code 
(or Country) 


bd bck ded 


PLEASE PRINT OR TYPE 





Announcing the 
Export Administration 
Annual Report for FY 1983 


This report answers your questions on export control: 

e How many license applications were processed in FY 19837 

e What commodities controlled under the Export Administration 
Act were exported to the U.S.S.R., Soviet Bloc countries, and 
the People’s Republic of China? 
What were the national security, foreign policy, and short supply 
controls in operation during FY 1983, and how were they 
employed? 
How has export control enforcement been stepped up in the 
past year? 
What have been the achievements of the program to keep U.S. 
companies from complying with foreign boycotts? 


The report also includes: 

e The Export Administration Act of 1979, as amended. 

e The report to Congress extending and expanding foreign 
w eo mgparr tor comer policy export controls in January-1983. 


Adem tran 
Other of Frpon Adminnsaiwe 


Let the Office of Export Administration answer 
your export control questions. Call the Export: Use the order blank below to receive your copy of the Export Ad- 
ers’ Service Staff, (202) 377-4811. ministration Annual Report for FY 1983. The cost is $4.50 a copy. 


ORDER FORM To: Superintendent of Documents. U.S. Government Printing Office, Washington, D.C. 20402 


circa Credit Card Orders Only 
Enclosed is $ O check, VISA’ a 

low. 
C) money order, ot charge to my Total charges $___——_—~Filll in the boxes below 


Deposit Account No. Credit 


o- gedno. CLIT TTTTI TIT TTT IT) 
seco Expiration Date 
Month/Year LITT) 
Please send me____copy(ies) of the U.S. Department of Commerce Export Administration 


Annual Report FY 1983 S/N 003-000-00633-6. For Office Use Only 
Quantity Charges 


Order No. 


Name—First, Last Enclosed 
| | | | To be mailed 
Company name or additional address line Subscriptions 
Postage 
Street address Foreign handhng 
MMOB 
PNR 
City State ZIP Code as 


UPNS 
Orscount 
Retund 


(or Country) 


PLEASE PRINT OR TYPE 





